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SOVIET FOREIGN TRADE DATA FOR 1982 FIRST QUARTER 
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(min rubles) 
7 | January — March _ January — March _ 
1981 1982 | 1981 1982 

TOTAL Turnover = 202081,3 28517 ,5 Industrial Turnover 8048,3 9431,° 
Export 12093,4 13956,4 capitalist Export 3089 , I 4184,4 
Import 13187 ,9 14561, I countries Import 4959 ,2 0247 ,f 

Socialrst Turnover [13701,5 15485 ,0 

countries Export 7155,2 7676,6 

Import 6546 93 7808 , 4 

including 

CMEA Turnover [2422,8 [40I10,0 Developing Turnover 3531 Bs 4600 ,6 
member Export 658° ,5 7092 ,2 countries Export 1849, I 1095 ,4 
countries Import 0633 ,3 6917 ,8 Import 1682 ,4 1505,2 
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January — March January — March 
Ce | : 
— 1981 1982 epee | 1981 1982 
Norway Turnover 40,3 26,9 | Vietnam Turnover [99,8 21D, I 
Export 19,° 9,3 | Export 158 ,2 179,¢ 
Import 20,4 [7,2 Import 41,6 Jo 9 
Poland Turnover [946,5  2007,8 India Turnover 526,508, 
Export 1162,4  I114,8 Export 211,9 148,5 
Import 70A,I 893 ,0 Import 314,6 JAP 8 
Portugal Turnover 40,5 17,4 Indonesia Turnover 20,0 14,8 
Export 33,5 I2,l Export 6,6 792 
Import 7,0 D3 ienport 13,4 7,0 
Romama Turnover 702,4 777 ,7 Jordan Turnover 2,0 4,7 
Export 351,8 346,0 Export 2,0 4,7 
Import 350, 6 431,7 Import ° . 
Federal Turnover 1205,9 1644, I Iraq Turnover 36,7 420 ; I 
Republic Export 456,2 920,2 Export 36,5 418.3 
of Germany Import 749 ,7 723,9 import 0,2 I, 
Finiand Turnover 988,9 I130,9 | Iran Turnover «27,4 17,2 
Export 472,7 459,0 | Export 47,0 168,3 
Import o16,2 671 ,9 Import 80,4 8,9 
France Turnove- 952 ,7 818,9 Yemen Arab Turnover D2 6,2 
Export 485 , I 470 . 9 Republic Export — , 2 - , Z 
Import =» 467,6 ~=—S-348,,2 Import - - 
Crechoslovakia Turnover 2006,6 2407,5 People's Demo- Turnover 18,8 22,42 
Export 102I,3° I160,7 cratic Republic Export 18,2 21,5 
Import 985.3 1246.8 of Yemen —_—Import 0,6 7 
Cyprus Turnover 6,2 4,6 Sri Lanka Turnover 8,2 0 
Export 3,0 0,5 Export 0,8 I,0 
Import 3,2 4,l Import (9% 4,0 
China Turnover 4,3 42,2 “en ee 610,4 987 3 
Export 201 »4 186,8 
apert 29,9 * 609/0 800;5 
Impcrt 24,8 II,8 smport 7 amen 
Korean Turnover 129,0 170,2 
People’s Demo Export 80,0 92,9 Africa: 
cratic Republic Import 49,0 77,7 S 
Algeria Turnover 00 , E 43,4 
laws Turnover 9.2? 17,6 F 34.2 26, a 
’ -xport 9” ‘ - 
export 9,2 17,3 Import 16,4 6,: 
Import - 0,3 16.2 39 ¢ 
Lebanon Turnover 5 , I 8, 3 Angola pumowes 14 "4 ~ ’ r 
Export 2,8 5,6 iene rs <a 
Import 2,3 2,7 ’ 
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ec 1981 1982 seeeans 1981 1982 
Malaysia Turnover S56 9 7G , 5 | Benin Turnover C , ‘ 0 ; ; 
Export 5,3 3,7 | Export O,i O,! 
Import 5I 6 75,8 Import 0 o 
— Tarnacer 249,7 295,8 Ivory Coast Turnover Wit I 40 »C 
People’s Export 216,9 ~—«-243,6 Export ss vol 
4 
Republic Import 32,8 52,2 smport Rey! Jv y5 
T C 
Nenal Suis 5,5 6,4 Ghana Turnover 0,1 10,C 
Export 2,4 5,9 | Export 0,1 orl 
Import 0,I 0,5 Import = Joe 
. 
Pakistan Turnover 37,6 46,1 Guinea Turnover ¥ 10,9 
Export 27,6 23,4 sport rs as 
I:mport 10 . O 22 »7 Import 22 . 7 1,2 
Saudi Arabia Turnover 4,4 3,9 Egypt Turnover 90,2 I05,¢ 
Export 4,4 3,9 Export 39,6 35, 
Import a - Import 00,6 70, | 
Singapore Turnover 19,0 19,5 Cameroun Turnover 3,5 2,¢ 
Export 1,8 4,8 Export 0,5 Uy“ 
Import 17,2 14,7 Import 3,0 I, 
Syria Turnover 162 9 I 90, 5 People's Ternever e ’ I o Pp 
Export 107,2 24,3 Republic Export I,6 3,2 
Import 54,9 66,2 of the Congo = Import 0,5 a 
ind Turnover 94,6 12,1 Libya Turnover [02,3 125,¢ 
Export 2,9 2,6 Export 39 ,8 43,9 
Import 92,1 9,5 Import 62,5 2 .( 
Turkey Turnover 108 ,4 66,5 Morocco Turnover 69 ,4 38, ¢ 
Export 74,9 46,6 Export 20,9 14,’ 
Import 33,9 I9,9 Import 48,5 24,6 
| ppines Turnover 104 , 6 4? io Mozambique Turnover 12 »4 20 . 5 
Export 0,1 0,2 Export II,6 14,6 
Import [04,5 47," Import 0,8 6, ( 
Nipena Turnover 28,4 59,6 Colombia Turnover 4,7 La 
Export 28,4 D0,k Export I,2 Ay! 
Import = 4,4 Import 3.0 Ry! 
Sudan Turnover 0 0 Cuba Turnover 1230 . I 1527 yf 
Export 0 0 Export 663 , 6 745,° 
Import - - Import 066, 5 Bl,. 
Sierra Leone Turnover 4,2 5,0 Mexico Penance 2,5 10, 
Export 2,1 I,2 Export I,0 Lee 
Import 2,1 3,8 Impert I,0 So. 
panzane Turnover 9% 3,4 Panama Turnover 7,6 bee 
Export 0,3 I,4 Export 7,8 let 
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Countnes 
1981 1982 on | 1981 1982 
Tunisia Turnover 4.3 2.6 
’ ’ Peru Turnover Bea Zt 
Export 4,2 2,3 34° 4 
Import 0,I 0.3 Export I,0 Lott 
: Import 2.) 4 
Ethiopia Turnover 41,9 46,3 ’ 
Export 34,6 40,8 United States Turnover 34 2 1002 ,¢ 
Import PP 5.5 of America Export I2,I 23,4 
Import 072,08 079 76 = 
Americas Uruguay Turnover 22,4 36,7 
; Export 0.4 ed 
Argentine papmatieeal 360 ,8 317,9 hoes ~ "o - 
Export II,6 7,5 ied 
Import 3402 310,4 
Bolivia Turnover 4,4 5.9 Australia 
Export 2,8 0:5 and Oceania: 
Import I,6 5,4 
Brazil Turnover 139, 5 162,9 — —_— ah rs — 2 
Export I,? 43,7 xport ~. »I I, 
- mport 02,2 T2e,! 
Import 137,8 II9,2 in ’ ’ 
Canada Turnover 14,0 155,8 New Zealand Turnover 51,3 IIC,2 
Export 17,3 7,4 Export 0,9 I ,f 
Import 136,7 148,4 Import 50,4 108, 


"Vneshnyaya torgovlya" 1982 English Translation "Foreign Trade", 1982 








USSR-CEMA TRADE 


INTERNATLONAL LNVESTMENT BANK ACTIVITY IN 198] 
Moscow EKONOMICHESKAYA GAZETA in Russian No 20, May 82 p 20 


iArticle by MIB (International Investment Bank) advisor N. V. Blinkov: "MIB Ac- 
tivity in 1981"] 


[Text] As has already been reported, the 30th meeting of 
the International Investment Bank Council was held in Mos- 
cow. Participating in it were bank member-country delega- 
tions from the PRB [People’s Republic of Bulgaria], HPR 
[Hungarian People's Republic], SRV [Socialist Republic of 
Vietnam], GDR, Repubjic cf Cuba, MPR [Mongolian People's 
Republic], PPR [Polish People's Republic], SRR [Socialist 
Republic of Romania], USSR and CSSR [Czechoslovak Social- 
ist Republic]. Also in attendance were SFRY [Socialist 
Federated Republic of Yugoslavia] government representa- 
tives, who participated in the meeting on the basis of an 
agreement on the basic principles of cooperation between 
the MIB and the SFRY government, as well as observers re- 
presenting Da Afghanistan Bank, the National Bank of Af- 
ghanistan, PDRY [People's Democratic Republic of Yemen] 
Bank, the National Bank of Ethiopia, Bank of Finland, and 
the Africana and Interamerican development banks. The coun- 
cil reviewed and approved a report submitted by the board 
on MIB activity in 1981 and the bank balance as of 1 Janu- 
ary 1982 and adopted resolutions on 1981 profit distribu- 
tion and other questions of bank activity. The article 
below, by MIB advisor N. V. Blinkov, sums up bank activity 
in 1981. 


international Investment Bank activity in 1981 took place under conditions of a 
deepening of crisis phenomena in the world capitalist economy, of unstable in- 
ternational foreign-exchange and credit markets, of increasing inflation in the 
capitalist world. As in preceding years, the MIB directed its efforts towards 
helping strengthen and increase the economic potential of CEMA member-nations 
in every way possible by participating in implementing the tasks set by the 
Comprehensive Program of Socialist Economic Integration and the long-range tar- 
get cooperation programs. 


h 








fhis past year, the release of output in the leading branches of industry and 
iriculture increased in MIB member-countries, as did capital investments in 
the tuel and raw-material branches and in the retooling and renovation of ex- 
isting enterprises. All this ensured the continued development of bank credit 
activity. 


In 1981, the total and proportion of MIB credits issued in transfer rubles in- 
creased. Seven new projects worth a total of 227 million transfer rubles were 
ncepted for crediting in bank member-countries. The construction, expansion 
ind modernization of these projects were associated with implementation of the 
long-range target cooperation programs, the Coordinated CEMA Member-Nation Plan 
ot Multilateral Integration Measures for 1981-1985, and production specializa- 
tion and cooperation agreements. 


lhe German Democratic Republic was issued credits to modernize and expand capa- 
cities at the machinebuilding combine imeni 7 October, the heavy machinebuiiding 
combine imeni Ernst Teleman, a factory producing compressors and home refriger- 
ators, and “Poligraf" combine. 


the use of bank credit to expand capacities at the machinebuilding combine imeni 
/ October will permit a more than 50-percent increase in the release of highly 
productive lathes, grinders and other machine tools. This output is basically 
intended for export to CEMA member-nations. Deliveries to other countries will 
also be increased. 


Production volume at "Poligraf" combine, which produces newspaper printing 
presses and printing equipment for school textbooks, magazines and books, will 
be increased two-fold and deliveries of output to bank member-countries will be 
increased more than five-fold thanks to these new capital investments. Further 
automation of offset machinery using microelectronic equipment will permit a 
significant improvement in printire quality. 


[he heavy machinebuilding combine imeni Ernst Teleman is using the credit it ot- 
tained to expand and improve the efficiency of its production and to create ca- 
pacities to build cranes for nuclear power plants. The enterprise is a major 
manufacturer of modern rolling equipment, as well as equipment for building ma- 
terials and other branches of industry. As a result of capital investments br- 
ing made with bank credit, production volume and exports to socialist and other 
countries will be increased 1.5-fold. 


"Sharfenshtein" plant was issued credit to improve production efficiency in the 
manufacture of sealed refrigerator compressors and home freezers. The enter- 
prise expansion being done under the long-range target program to satisfy the 
effective demand of CEMA member-nations for consumer goods will permit a signi- 
ticant increase in deliveries of sealed refrigerator compressors and home re- 
friverators to these countries, as well as better satisfaction of GDR needs. 


fhe Hungarian People's Republic was issued credits to continue expanding produc- 
tion and improve the quality of buses at “Ikarus” plant and to renovate "Cants 
MAVAG" plant. 








ris is one of the world's leading bus-building companies. The new capital 
tment ire of important significance in developing and producing a new 

standardizeu-design buses with maximum subassembly and part inter- 
‘eability, in cooperation with the Soviet Union. 


ints MAVAG" machinebuilding plant has received a credit to renovate its pro- 
luction tacility and expand its release of metal components used in transport 
inebuilding, as well as to create capacities to manufacture equipment for 
nuclear power plants. As a result of this production expansion, plant output 
will be increased nearly three-fold and its exports to the world market wil! 
imcrease significantly. 


“Dusto Shala” chemica! combine in the Czechoslovak Socialist Republic has ob- 
tained credit to build an antioxicant plant; its output will be used in the 
winufacture of tires, conveyor belts, hoses and other rubber items. About 80 
vercent of the finished products are to be supplied to bank member-countries, 
wit ome being exported to other countries. 


the Laternational Investment Bank continued to monitor the use of credits pre- 
iously issued for the construction, renovation and modernization of various 
projects in bank member-countries in 1981. Among these projects are road con- 
truction in the PRB, aluminum enterprises in the HPR, machinebuilding rlants 
in the GDR, sugar refineries in the Republic of Cuba, and many others. Credit 
is also issued for modernizing and expanding the “TANG” tool plant in Yugo- 
lavia, which is not a bank member. Modernization of this enterprises, which 
duce sets of tools for passenger cars, is being done using equipment, mach- 
ind machinery being supplied basically by CEMA menber-nations. 


ring 1971-1981, some 51 projects were put into operation. Exports from pro- 

ts being provided bank credit were worth 2.8 billion transfer rubles. During 
eriod of bank activity as a whole, CEMA member-nations have received fin- 
| products worth a total of about 11 billion transfer rubles. Exports from 
ced projects to th» industrially developed capitalist and developing coun- 


naive ilso inn reased. 


ong the projects built using MIB credits, for example, are the Orenburg gas 
processing plant and the “Soyuz" pipeline. Thanks to the start-up of this large 
lex, countries participating in the construction have already received tens 
illions of cubic meters of this valuable raw material. 


‘is past year, cooperation with member-country banks and planning and foreign- 
trode agencies w. ' intensified. Ties with the International Bank for Economic 
eration were strengthened. Business contacts with Council of Economic Mu- 
iil Assistance agencies were successfully developed. With a view towards de- 
rmining possible projects for crediting this past five-year period, bank re- 
resentatives participated in work on coordinating the national economic plans 
f CEMA member-nations for 1981-1985. 


The MIB conducted mutually advantageous operations with banks in the developed 
ipitalist countries and maintained contacts with international financial- 
lit institutions and banks of the developing countries. 








lecision was made at the 30th meeting of the MIB Council, held in April of 


thi jear, to issue credit to the Hungarian People's Republic to renovate and 
lectrify railroad tines in that country and to the People’s Republic of Bul- 
iria to modernize, renovate and expand the combine producing “Rekord" motor- 
iT in Plovdiv. 


railroad line renovation and electrification being done in Hungary in ac- 
mce with the long-range target program for cooperating in the development 
| CEMA member-nation transport ties will permit an increase in transport “p- 
wortunities for shipping international freight through the HPR in a North-South 


Renovation and expansion of the “Rekord™ combine in Bulgariz, which are in- 
luded in the “Coordinated Plan of Multilateral CEMA Member-Nation Integration 
Measures for 1981-1985," are of important significance to meeting the needs of 
CEMA member-nations for portable conveyor-belt loaders, as well us to further 
eveloping the PRB national economy. By 1985, production at the combine will 
sive been increased by 90 percent and exports to CEMA member-nations will have 
ime reased by approximately the same amount. 


Thus, over the entire period of its activity, beginning in 1971, the MIB nas 
mocepted for crediting 81 projects with a total estimated cost exceeding 9.5 
bitlion transfer rubles. The proportion of bank credits has been upwards of 
> percent of their estimated cost. Credits totalling 3.7 billion transfer 
rubles have been issued tor the construction and renovation of these projects. 


this five-year period, the International Investment Bank intends to continue 
issuing credit first of all for the renovation, expansion and construction of 


projects anticipated by the long-range target cooperation programs and the “Co- 
ordinated Plan of Multilateral CEMA Member-Nation Integration Measures for [y8l- 


}usS 


[See following page for chart of MIB balance. } 
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rnational Jnvestment Bank Balance (in transfer rubles) 


Monies in current accounts, cash and 
deposits 


Credits issued 
fools, equipment 


Other assets 


Balance 


iab ilities 


Charter capital: 
including paid portion 


Reserve capital 

Special credit fund 

Credits obtained and deposits attracted 
Other liabilities 


Protit 


Balance 


11O5S? 


CSO: 


1825/6] 


as 


1981 


544 ,428, 
1,504,705, 
531, 
115,308, 


of 1 January 


1982 


44] 692,953,328 
255 1,485,301,241 
540 544 ,743 
491 120,770,497 





2,164,973, 


as 


1981 


1,071,300, 
374,235, 


83,586, 
27,973, 
1,602,951, 
57,095, 
19,132, 


727.) =2,299,569,809 


of 1 January 


1982 


000 1,971,300,000 


000 374,480,000 
034 93,638,069 
702 28,986,025 
284 1,676,426,874 
091 106,006,993 
616 20,031,848 





2,164,973, 


727 2,299,569,809 








USSR-CEMA TRADE 


BANKING SYSTEMS OF SOCIALIST COUNTRIES: EVOLUTION AND PRINCIPLES 
Moscow DEN'GI I KREDIT in Russian No 4, Apr 82 pp 14-21 


[Article by Professor I. V. Levchuk: “Patterns of Development and Importance 
of the Banking Systems of Socialist Countries"] 


[Text] The 26th CPSU Congress set the task of studying the patterns of develop- 
ment of the world socialist system. The communality of socioeconomic conditions 
in the socialist countries also predetermines the common patterns of their de- 
velopment, including the establishment of and improvement in their banking sys- 
tems. Of course, the banking systems in each socialist country also evolved 
under the influence of national features -- economies, traditions, specifics 

of foreign economic ties, and so on. But the primary thing in their develop- 
ment has been determined by the common natural laws inherent to socialism. 


The collectivization of banks in the course of the proletarian revolution and 
the gradual concentration of banking affairs in a small number of institutions 
are necessary conditions for the creation of a socialist credit system. Prac- 
tice in the socialist countries has confirmed K. Marx's prediction that "Fin- 
ally, there is no doubt whatsoever that the credit system will serve as a po- 
werful lever during the transition from a capitalist method of production to a 
method of associative-labor production, but only as an element in association 
with other great organic revolutions in the very method of production."' Along 
with nationalization of the land and the collectivization of factories, plants, 
transport and means of communication, as well as other measures, the transfer 
of banks to state ownership has served as a most important factor in building 

a new socioeconomic structure. Collectivization of the banks first undermined 
the financial power of the bourgeoisie and deprived the counterrevolution of an 
opportunity to use its monetary means; second, it undermined dependence on for- 
eign capital; third, it enabled the proletariat to use its financial resources 
in the interests of building socialism; fourth, it provided an opportunity to 
use the banking apparatus to set up recording and monitoring of the production 
and distributipn of the social product. 

Banks were generally collectivized in the form of seizing possession of the 
country's central state bank and nationalizing private banks. It was accompanied 


'K. Marx and F. Engels, "Soch." [Works], Vol 25, Part II, p 157. 
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by the Liquidation of foreign banks and their branches. Cooperative credit as- 
clations received broad state support. 


ninist principles are the basis of the organization and operation of the so- 
clalist credit system. V. I. Lenin not only formulated them, but participated 
directly in putting them into effect in the initial days of Soviet power. They 
have been developed and were most fully actualized under mature socialism; bank 
functions and structure were shaped on their basis. 


fhe Leninist principles of bank activity stem from public ownership and the so- 
ciallst economic system, and they reflect the unity and planned nature of the 
socialist economy, the special role of the state as an economic subject, and the 
new role of the banks under socialism. The most important of these include: a 
state monopoly of banking affairs in the country; creation of a single state 
bank performing operations inherent to different types of credit institutions; 
unified banking policy throughout the country; democratic centralism in the or- 
inization of banking affairs and in bank management; maximum development of the 
network of banking institutions and bringing them closer to local operations; 
simplicity and accessibility of all operations, not only for enterprises and or- 
yanizations, but also for the populace; monitoring of the production and distri- 
bution of the social product nationwide on the basis of banking operations. 


\rticle 1 of the Leninist decree nationalizing the banks states: "Banking is 
declared to be a state monopoly."* The state monopoly on banking is the ex- 
clusive right of the state to perform banking operations, to create new banks, 
and to eliminate or reorganizing existing banks. Its implementation enables 
the proletarian state to concentrate in its own hands the banking apparatus, 

1 apparatus for accumulating and redistributing monetary means, which was 
created in the capitalist society. The state monopoly serves as a reliable 
barrier to any attempts to undermine nationalization by forming private banks 
and creates, in this connection, normal conditions for the development of a new 
socialist banking system. The principle of a state monopoly on banking is un- 

hakeable and is now the fundamental principle for organizing banking in so- 


cialist countries. 
VY. I. Lenin linked the socialist banking system to the creation of a single 

tate bank possessing a far-flung network of its own institutions. "Large 
banks," V. L. Lenin wrote on the eve of October, “are the ‘state apparatus" we 
need to impler snt socialism and we are taking it in finished form from capital- 
ism, so our task here is simply to sever that portion of this superior apparatus 


ich has been distorted by capitalism and to make the apparatus still larger, 
re democratic and more all-embracing. Quantity becomes quality. A single, 
upremely large state bank with departments in each district [volost'] and at 
each factory -- this is already nine-tenths of the state apparatus. It means 
tatewide accounting, statewide recording of the production and distribution 


of output, and that is, so to speak, something like the skeleton of socialist 


‘"Rosheniya partii i pravitel'stva po khozyaystvennym voprosam" [Party and Go- 
vernment Resolutions on Economic Questions], Moscow, Izd-vo Politizdat, Vol l, 
1967, p 28. 











society."* This formulation determined both the prospects for and the import- 


ance of the development of banking under socialism. 


The creation of a unified bank resulted from public ownership of the means of 
production and was connected with actualization of the advantages of a central- 
ized, planned economic system. The state, through planned leadership of the 
economy, must conduct a centralized monetary-credit policy. The most suitable 
instrument for this is the unified state bank. 


V. I. Lenin wrote repeatedly about the necessity of conducting a unified finan- 
cial-banking policy. Without financial centralization and the concentration of 
forces, without a unified, strictly defined financial policy and the execution 
of instructions from above, he stressed, economic transformations cannot be 
achieved.” In his "Banking Policy Theses," he noted that all People's Bank de- 
partments must be governed in their activity by the instructions and directives 
of the central administration and must not establish local rules and restric- 
tions.’ Thus, V. I. Lenin demanded not only unity in banking policy, but also 
a singularness of forms and methods of operation, which are best embodied in a 
unified state bank. 


The concepts of unified and single bank are not unambiguous. A unified bank 
means unity in monetary-credit policy, principles of activity and goals and me- 
thods of operation. The concept of a unified bank does not reject, within cer- 
tain objectively necessary limits, the specialization of banking with consider- 
ation of demands arising in particular stages of building the new society. 


The principle of democratic centralism is the basis of credit system activity. 
It anticipates state, centralized management of the entire banking system. con- 
ducting a unified monetary-credit policy for the country as a whole, and manda- 
tory execution of government and central banking agency directives and instruc- 
tions by all local bank institutions. This principle simultaneously assumes 
bank branches, that is, offices and departments, will be invested with broad 
rights in the disposal of credits and in regulating money circulation and moni- 
toring the work of economic organizations, and that bank enterprise and associa- 
tion institutions will be invested with broad rights in the use of credit, waye 
fund savings, and choosing the forms and methods of crediting and calculaticus. 
The principle of democratic centralism is also oriented towards closely linking 
the state apparatus and the masses. As applied to the banking system, this is 
manifested in extensive contacts between bank workers and all economic services 
and party-economic aktivs of the state and cooperative enterprises and organiza- 


tions being served. It is also manifested in a close connection between the cen- 


tral bank apparatus and the branches. If, for example, the central apparatus is 
not aware of what goes on in the departments and offices and does not constantly 
study their experience in serving their clientéle, while at the same time trans- 
mitting its own knowledge to workers in local institutions, it is then divorced 
from reality and cannot lead a far-flung network of local institutions. 


'v. I. Lenin, "Poln. sobr. soch." [Complete Collected Works], Vol 34, p 307. 
2See: V. I. Lenin, "Poln. sobr. soch.," Vol 36, p 351. 


30Op. cit., Vol 36, p 224. 
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Lenin considered maximum development of the network of bank institutions 
ia! the concentration of all monetary operations in banks to be the most import- 
int, fundamental principles of banking structure and activity. The latter as- 
sumes that all enterprises and organizations will keep free monetary funds in 
banks, that calculations will be made only through banks, and that cash-on-hand 
calculations will be extensively replaced by clearing. Naturally, all this can 
be carried out only on the basis of development of the banking network, bring- 
ing bank institutions closer to where monetary operations are performed, and 
distributing bank institutions most appropriately within cities and villages in 
the interests of individual and business convenience, of simplicity and acces- 
ibility of banking operations. 


Concentrating all money circulation within the banking system enables it to 
concentrate the statewide loan fund, which is important to its efficient use, 
to effectively monitor production and circulation of the social product on a 
nationwide scale, to act as the statewide monitor of economic circulation and 

© influence the national economy in order to improve efficiency and quality. 
the extensive introduction of clearings rids the state of some outlays involved 
in handling cash-on-hand circulation and provides an opportunity to regulate 
monetary and calculation relations among enterprises and to favorably influence 
streagthening planned cost-accounting ties and contractual relations within the 
country. 


t 


nder socialism, banking assumes that state banking agencies have a currency 


nonopoly. The state currency monopoly, which relies on socialist ownership and 
1 foreign-trade monopoly, comprises one of the primary conditions for preserv- 
ag the country's independence and for reliably protecting monetary circulation 


irom the influence of the elements and speculation of the capitalist money mar- 
ket, and it is a means of accumulating currency reserves in the hands of the 
tate and or strengthening the monetary systen. 


eninist principles of building and operating the banking system under social- 
ism are of worldwide, historical importance. They have basically been actual- 
ized by the soctalist countries and are being used by developing states to 
strengthen and develop their national economies. 


(he Role of Banks. Public Nature of the Socialist Credit System. 


The socialist state, by concentrating the means of production in state hands, 
acts as an economic subject which organizes and directs production activity on 

nationwide scale on a planned, scientific basis. Under these conditions, the 
banks are statewide economic agencies the state uses to perform its functions. 
One important feature and advantage of the banking system under socialism is 
that it combines state organizational and economic principles. This character 
of the banks predetermines their methods of activity, ircluding both their eco- 
nomic and their organizational influence on the national economy. 


The statewide character of the banking system is manifested in the lack of nar- 
rowly departmental and localistic interests in its activity. It serves the en- 
tire national economy; its interests are those of the state as a whole, those 
of the entire economy. Socialist banks are interested in the successful opera- 
tion of every enterprise and organization, of each branch and of the entire 
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aggregate of branches, since the status of money circulation, credit, calcula- 
tions, and payment and calculation disciplire depend on the development of pro- 
duction, construction, material-technical supply, retail trade and other branches. 
Even the system of material incentives for workers in socialist banks is linked 
foremost to the achievements of the associations, enterprises and economic or- 
ganizations being served (regardless of departmental affiliation), to good re- 
sults in their economic and financial activity. 


The socialist credit system is public in nature in terms of its form and con- 
tent. It belongs to all of society and performs operations to serve associa- 
tions, enterprises and economic agencies which, in turn, are public property 
(state or kolkhoz-cooperative property or the property of trade unions and 
other public organizations). 


The unity and statewide, centralized character of the socialist banking system 
result from the advantages of the socialist economy -- public ownership of the 
means of production, the planned economy, and the state character of economic 
and social development plans. This permits implementation of a unified credit- 
monetary policy in accordance with the economic laws of socialism and the so- 
cialist principles of economic management. Unity and centralization provide 
the state with an opportunity to structure bank operation most efficiently, to 
use the information available to it to manage the national economy as a whole, 
to introduce progressive methods of serving enterprises and organizations, to 
mechanize and automate banking operations. 


The statewide character of the socialist banking system also contains another 
important advantage. Capitalist companies instruct specific banks to perform 
by no means all of their operations; companies perform a number of monetary and 
credit operations without the knowledge of the banks with which they maintain 
full-time accounts. The credit, monetary and calculation interrelationships 
arising in the capitalist ecunomy and their unity and interconnections cannot, 
therefore, be reflected in the materials of a single or even several banks. 
Things are different under socialism. Here, banks perform all the diverse 
monetary operations involved in serving an agency, reflectifw them in the ac- 
counts of all associations, enterprises, organizations and institutions. The 
materials of the credit system and its record-keeping fully reflect the mone- 
tary-calculation and credit relations which have developed in the economy among 
enterprises and organizations. In this connection, the banking system has an 
opportunity to exercise and does exercise economic supervision on a national 
economic scale. 


Under socialism, the banks, like other economic management agencies, are called 
upon to facilitate resolution of the tasks worked out by the communist and work- 
er parties and contained in state economic and social development plans. In 
recent years, a majority of the socialist countries have precisely defined the 
core of their economic policy to be improving production efficiency and work 
quality. This task is the center of attention; bank levers will be all the 

more important in their resolution the more fully and correctly they are linked 
to the plan and work towards carrying it out. 


The role of the banks in influencing the economies of the socialist countries is 
manifested first of all in their participation in state planning. The banks 
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imalyze drafts of the five-year and annual economic and sociai development plans 
nd state budget drafts from the viewpoint of the tasks set by the party and the 
methods of resolving them with the participation of bank instruments; they pre- 
pare their own proposals regarding them on the basis of extensive material on 
monetary-credit relations in the economy. These proposals are reflected in the 
tate plans. The recommendations of the banks, their offices and departments, 
concern the overall proportions of national economic development, increased 
consumer goods production, improved ratio of the monetary incomes and expendi- 
tures of the populace, developing trade, personal services and the production 
‘! various output using local raw material, as well as the resolution of other 
pressing problems of life in the country as a whole and in each republic and 
region. 


Banks participate actively in preparing draft capital construction plans and in 
checking the necessary planning and estimate-design documentation for projects 
being included in the plan. In this regard, their attention is focused on in- 
reasing the start-up of production capacities and fixed assets, on the complete- 
ness with which construction sites are provided with capital investments in ac- 
cordance with construction duration norms, on accelerating the start-up of pro- 
jects, that is, on ensuring increased capital investment effectiveness. The 
result of this work is an increased concentration of funds, materials and equip- 
ment at start-up products, an increase in the plan for putting capacities into 
operation and a reduction in the planned construction schedules for many pro- 


jects. 


fhe steps taken by socialist countries in recent years to improve economic man- 
izement are increasing the importance of bank planning work, which is now or- 
iented to a creater extent towards the attainment of good end results by asso- 
ciations, enterprises and organizations, towards introducing intensive work 
methods and ‘proving quality. At the same time, it more fully reflects the 
demand that all types of resources, including credit, be concentrated on solv- 
ing statewide problems, accelerating scientific-technical progress and the ef- 
ficient use of everything available to society. 


Planning and forecasting money circulation, credit and calculations are the 

ipecific sphere of bank activity. Banks participate directly in the prepara- 

tion of draft balances of monetary revenues and expenditures of the population 

it various levels (centrally and locally) by planning agencies. They themselves 

work out draft cash and credit plans. And in both instances, the banks actively 

influence the shaping of projects and the production and consumption structure 
as to meet the present demands of social development. 


However, the primary role of the banks under socialist is manifested in perforn- 
ing the functions inherent to them, in performing monetary-credit and calcula- 
tion operations to serve the national economy. In performing them, the banks 
helt resolve the economic and social development tasks facing socialist coun- 
tries. 


Credit System Structure. Bank Functions. 


Highly organized credit systems are inherent to socialist states as part of the 
economic mechanism. The transformations which have occurred in the economies 








ot each socialist country have always been accompanied by measures in the area 
of monetary circulation, crediting, calculations and financing which have been 
implemented through credit systems or with their participation. And the com- 
munist and worker parties still use the credit systems to resolve the tasks 
facing them. 


The socialist credit system is characterized by a far-flung network of banking 
institutions performing important economic functions. One feature of it is pre- 
cisely organized services to its clientéle on the basis of advanced mechanical 
equipment, which includes nearly all the monetary-credit operations of the so- 
cialist economy. It actively assists in implementing the economic and social 
development plans of society. 


The state exercises centralized, planned leadership of the credit system. This 
is achieved for various credit system structures. The credit system, headed by 
a unified state bank, can include a number of specialized banks which are state 
property, but there may also be a situation in which a majority of the credit 
institutions have been combined into one state bank. Each of these variants 
has its own merits and shortcomings. And the practical realization of any par- 
ticular one of them depends on the specific socioeconomic conditions in the gi- 
ven country. Historical experience testifies that different variants of credit 
system structure have been and are being used in socialist countries, given the 
commanding role of the central state bank. 


In recent years, the following credit institutions structure has basically been 
established in many socialist countries. The primary link is bank agencies. 
They are first of all the central state bank, with broad functions; it is un- 
derstood to be the country's primary state monetary-credit and calculation in- 
stitute, regardless of whether it is called the Gosbank, People's Bank or Na- 
tional Bank. The credit system also generally includes a state bank serving 
the capital construction sphere, as well as a foreign-trade bank. (This is 
usually a joint-stock bank, its shareholders being the central state bank, 
foreign-trade and other state and cooperative organizations.) This structure 
does not the functioning of other banking institutions in socialist countries. 
We need to note here first of all the savings banks, which have received very 
broad development, in Hungary for example, both in terms of scale and in te -"s 
of diversity of operations and which have emerged as genuine people's banking 
institutions. The credit system also includes insurance agencies, mutual as- 
sistance funds, pawn shops and other credit agencies. The essential thing 
here is that the main credit institutions are in the hands of the state. 


A fundamental distinguishing feature of central state banks is that they are 
urually multipurpose credit institutions performing a majority of the functions 
inherent to different links of the credit system in economically develcped coun- 
tries (excluding insurance). They generally perform the functions of a state 
emission center, of commercial banks, investment institutions, savings banks 
and clearing houses. Howe-rer, it could not be said that these functions are 
equivalent to functions of the same name performed by capitalist banks. The 
conditions under which the activity of socialist banks takes place are funda- 
mentally different, their functions have taken on new content, and in a number 
of instances the forms of their manifestation have been altered and broadened 
and new methods of embodying them in practice which are inaccessible to capi- 
talist banks have appeared. 
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the most important function of the central bank is to administer the statewide 
loan fund in the interests of the dynamic and proportional development of social 
production and improving its effectiveness. Branch and special banks take an 
active part in performing it. This function is manifested in two orgauically 
interconnected aspects. First, it is expressed in bank accumulation of free 
monetary funds, which serve as the sources of the loan fund. Second, it is ex- 
pressed in the issuance of credits to enterprises, organizations, the populace 
and foreign borrowers through the accumulated loan fund. 


Naturally, the banks could not issue credit without concentrating loan funds. 

it is first of all the free monetary funds of associations, enterprises and 
economic agencies which are subject to accumulation. The objective economic 
demand for this is embodied in legal documents, in accordance with which enter- 
prises and organizations keep their free monetary funds in bank accounts. This 
type of resources is one of the main sources of the loan fund. The funds of 
the economy in calculations, that is, monies transferred through the banking 
system from payer accounts into payee accounts, are also close to them in na- 
ture. 


in recent years, in connection with the increasing well-being and monetary; re- 
venues of the population, the monetary savings of the population kept in bank 
or savings-bank accounts have become a major source of the loan fund. Savings 
banks, in turn, put people's deposits into offsetting accounts in central banks 
for productive use as part of the loan fund in the form of a bank credit, fa- 
cilitating planned socialist expanded reproductior 


free state budget funds also serve as sources of loan funds kept in bank ac- 
counts. These include free carryovers arising in connection with revenues ex- 
ceeding expenses in past years and in the current year. Use of budget funds 
as a toan fund source is one of the most important advantages of the socialist 
credit system. 


\t the same time, the central banks maintain accounts of free funds for credit 
institutions (insurance agencies, for example), trade-union and other public 
organizations, as well as their own charter and reserve capital and special 
funds. 


‘lanned accumulation and administration of the state loan fund predetermines 

that the financial system of state and kolkhoz-cooperative enterprises and or- 
‘anizations will be organized in the most economical manner. They need not ac- 

cumulate significant monetary funds to carry out production and capital construc- 

tion measures. This can be more efficiently and economically done through the 

banking system by using the statewide loan fund in a planned manner. Not one 
ranch of the economy can do without credit now; it has become an invariable 
dition of the normal circulation of public funds in the socialist economy. 


Banks direct the bulk of the loan fund to the population and to economic organ- 
izations in the form of short-term loand (up to 12 months). Banks use credit 

to meet the current needs of economic agencies and enterprises for monetary funds 
ind form circulating capital in accordance with plans for the production and dis- 
tribution of products and services. Loans are widely used to cover the expendi- 
tures of scientific institutions on developing new products, machinery and 
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technologies prior to the release of work done to their clients. Loan funds 
are also used to make capital investments, to build new enterprises and reno- 
vate existing ones, to introduce new equipment and new technological processes, 
ind to expand the release of consumer goods. Significant loans are issued to 
rural cooperatives and the population by the banks for individual and coopera- 
tive housing construction and to meet other needs. 


Economic organizations, the populace and foreign borrowers are issued credit in 
accordance with the credit plans which are part of the state economic and so- 
cial development plans. In socialist countries, the amount and direction of 
credit investments are determined, by branch of the economy, enterprise, eco- 
nomic agency and caregory of borrower, by the objective economic laws and socio- 
economic conditions of developing production and meeting the needs of the popu- 
lation, which are taken into account in the state plans. Under capitalism, the 
distribution of credits is determined not by these factors, but by the race for 
maximum profit and by high bank credit interest rates. The advantages of the 
socialist economy, including its credit system, thus permit the centralized use 
of credit in the interests of improving production efficiency to meet human 
needs. 


The most important function of the socialist banks is to finance and issue cre- 
dit for capital investments, that is, expenditures on the creation of new fixed 
assets and the expansion or renovation of existing ones, as well as expenditures 
on major overhauls on them. 


Performance of this function is of statewide importance. The fulfillment of 
state production plans and the balance, proportionality and prospects for de- 
veloping the economy depend largely on capital construction. Delays in the 
construction and start-up of production capacities are reflected negatively in 
production volume and satisfaction of the needs of economic organizations for 
production-technical output and the population for consumer goods. The prompt, 
precise and full financing of expenditures is of substantial importance to in- 
creasing capital construction effectiveness. 


The banks accumulate resources for capital investments. Sources include al] !o- 
cations from the state budget, the profits of associations and economic or f.in- 
izations, depreciation deductions, production development funds, funds ior so- 
ciocultural measures and housing construction, other funds, and also other long- 
term resources. 


Capital investment financing is chara.terized by the fact that funds are issued 
outright (as distinct from crediting). This financing corresponds fully to the 
direct planned methods of guiding economic processes under socialisn. This has 
been confirmed by many years of experience in financing capital invest ‘ent in 
the USSR and other socialist countries. Outright grants account for a decisive 
portion of capital investments. The construction of such large projects as 
electric power plants, railroads and highways and modern metallurgical, mach- 
inebuilding, chemical and petrochemical enterprises is provided with funds al- 
most exclusively through nonreturnable financing. It ensure. the targeted di- 
recting of funds anticipated by the plan, their allocation as a measure of con- 
struction-installation work plan fulfillment, and their use for the construc- 
tion, renovation or modernization of precisely those projects anticipated by 
the plan. 
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ind «crediting capital investments in strict accordance with a plan 
ictualization of the most effective directions of funds, foremost into 
ing existing enterprises. Renovation fully meets the demands of in- 


reasing capital investment effectiveness, which means of social production as 


lhe most important tunction of the central state bank is that of a unified emis- 
-ions center organizing cash flows in the country and the entire monetary sys- 
tem in a planned manner and guiding all cash circulation in a planned manner. 

is function naturally presupposes the release of cash or its withdrawal from 
circuiation, 


a fundamentally new function of the state bank and results from two 


socialist country, only one bank, the central state bank, has the right to 
put cash into circulation or withdraw it. No other organizations have the right 
to do this, or to put into circulation any other types of circulating funds in 
place of money. This results from the public ownership of the means of produc- 
tion and of the banks themselves, and also from the centralized nature of the 
administration of banking. In this regard, credit planned and regulated by the 


tate bank is the sole source of monetary circulation. 


Central state banks are not simply technical executors of operations involving 
the release and withdrawal of money. One of their fundamental features is that 
plan and regulate monetary circulation on the basis of state 


they organize, 
This is naturally not accessible to 


economic and social development plans. 
ipitalist banks. 


‘sion activity of the central state banks is based on the balance of 
iry revenues and expenditures of the population, on the credit and cash 
which are an integral part of the unified state plan. The cash plan 


as the operative plan for organizing the movement of cash money in the 


forming the function of a unified emissions agency, the central bank as- 
the planned process of producing and marketing goods, monitors economic 
rculation in the country and helps intensify production processes. 


|. Lenin put forward the task of transforming the state bank into the coun- 
tiv's sole emissions center. He demanded that all emissions activity be con- 
centrated in this bank. This step, enabled us to conduct a unified monetary- 
credit policy nationwide and facilitated the recording and monitoring of pro- 
luction and distribution. In describing steps to strengthen monetary circula- 
tion, V. Ll. Lenin wrote in March of 1918: “Soviet authorities...will have to 
consider transitional measures to concentrate all monetary reserves in the 
State Bank or its departments. Without such measures, the recording and moni- 
toring of production and distribution cannot be brought to completion."? V. I. 
Lenin also demanded strict monitoring of emissions operations and putting money 


V. I. Lenin, “Poln. sebr. soch.,” Vol 36, p 136. 
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into circulation, which must be done only in accordance with the requiremerts 
of developing the country’s economy. 


sank emissions activity is linked directly to its cash work, since the release 
of money into ci:culation and its withdrawal are done through central emissions 
bank cash desks. V. I. Lenin wrote in late 1918: “Weekly reporting on the 
number of (department or enterprise) cash desks adjusted to unity. 

1) People’s Bank monitoring of monetary deposits and payments -- this is 
cash-desk unity." 


Public ownership of the means of production, planned economic management and 
the socialist credit system have permitted organizing cash-desk work precisely, 
on the basks of unified principles and with the smallest possible expenditures 
by society by transforming the state bank into the sole cash office of both the 
state and the entire national economy. Foreseeing this, V. I. Lenin formulated 
a number of principles permitting cash-desk unity. They include: concentrat- 
ing all free monetary funds of enterprises and organizations in bank institu- 
tions (the enterprises and organizations must have in their cash desks only a 
minimum of carryover money needed to make current payments); concentrating free 
state budget funds in the bank, which transforms the central state bank into 
the state cash office; issuing enterprises, institutions and organizations cash 
from the bank to pay wages and make other cash payments; strict bank monitoring 
of its clients’ exepnditures of these monies; strict delimitation of the funds 
of cost-accounting enterprises, the state budget and the credit system so that 
emissions resources and economic funds intended to meet current goals are not 
used to cover budget expenditures. 


The central socialist banks perform the function of cash implementation of the 
state budget. It is not the treasury or some special agencies, but the bank, 
which is linked to the economy by thousands of threads, which accepts, keeps 
and issues to appropriate agencies and organizations budget funds to meet ex- 
penses, which records these funds and monitors their movement. 


Concentrating all the cash services of the national economy and the state in a 

central bank transforms it into the unified cash center of the country. Prac- 

tical implementation of the principle of cash-desk unity in socialist countr‘cs 
is a most important advantage of the socialist credit system. 


The central socialist banks perform the function of unified calculating centers. 
This is connected first of all with the concentration and maintenance in bank 
accounts of the free monetary funds of the economy and the state. Public owner- 
ship of the means of production enables the state, taking Leninist calculation 
principles into account, to concentrate in bank accounts not only a!'! free 
carryover funds, but also monetary circulation involving calculations imong en- 
terprises, institutions and organizations. And this creates an opportunity for 
the bank to monitor the movement of material values and to render services in 
accordance with the state plan. 


Performing the operations of the country's unified calculation center is a new 
function of the central banks, one which has arisen and been developed only in 
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lanned socialist economy. Under capitalism, banks perform calculations 
eir own clients, but no single cme of them ca be a unified calculation 
nter. hese banks are in private hands and each serves its own clientéle and 
the forms and methods of operation most convenieat and advantageous to it. 


rm “unified calculation center" for the country does not signify that only 
me central bank makes calculations. A significant portion of the calculations 
ire made at other banks, depending on the structure of the credit institutions 
ind the distribution of clienté@le and individual operations among them. How- 
the overwhelming bulk of the calculations are generally made through the 
il state banks, which possess the most far-flung network and which serve 
~ main contingent of credit system clients. At the same time, all other 
links in the credit system ordinarily calculate through these banks as well. 


fhe performance of the function of a unified calculation center by the central 
bank permits the most efficient organization of calculations on a national 
scale and the use of computer equipment to perform them. This must be taken 
into account when resolving the important national economic task of improving 
calculations as an integral part of the economic mechanism. 


Exercising a state currency monopoly is a new function of socialist banks. It 
vas born as a result of the creation of socialist states which took into their 
own hands all currency and gold reserves, monopolized foreign trade and concen- 
trated all internationzi credits and calculations in banks belonging to them. 
Under capitalism, a central state bank is not in a position to perform this 

inction. This is prevented by the presence of numerous private banks and conm- 
aanies and te fact that the operations they perform are secret. At the same 
time, both the central bank and other credit institutions have their own cur- 
rency and gold reserves (which are also held by various companies and private 
individuals), and they perform purchasing and selling operations involving gold 
and foreign currency. Even those currency operation restrictions adopted in 
the capitalist countries are constantly violated. Under present conditions, 
all this exacerbates what is already an unstable situation regarding capital- 
ist currencies. 


(he exercise of a state currency monopoly is precisely outlined. It assumes 


the concentration of a gold reserve and currency funds in the hands of the state, 


that the whole currency system will be run in a planned manner, and the right of 
the state to verform operations involving foreign currency, gold, platinum and 
other currency values throughout the country, its right to organize and carry 
out international calculations and other operations in foreign currency. 


In practice, this function is implemented by the central state bank. However, 
it can instruct other banks, and foreign trade banks in particular, tec perform 
perticular currency operations. It also happens that the latter have currency 
cash desks and can perform credit operations for both domestic foreign trade 
organizations and foreign banks and companies, can perform calculations in for- 
eign currency, and so on. However, even in these instances, the currency mono- 
poly remains a state monopoly and the function is performed by the central bank. 
All other banks perform operations in currency only within their areas of com- 
petence as granted by the central bank. The essence of the matter is not al- 
tered either by the granting of rights to perform specific currency operations 
to large state enterprises and cooperative organizations. 


9” 
~ + 








‘ ihe exercise of a state currency monopoly is an important advantage of the so- 
ialist economy. Together with the state foreign trade monopoly, it protects 
the national currencies of the socialist countries from the uncontrolled na- 
ture of the capitalist market. The state currency monopoly assists the planned 
implementation of socialist economic integration in relations among socialist 
countries. 


‘ The performance of such functions as monitoring production and distribution of 
the social product on a nationwide scale by banks is of serious importance. V. 
[. Lenin wrote repeatedly about the possibility and necessity of exercising it. 
He considered the recordina and monitoring done by the banks to be very import- 
ant elements in buiiding the socialist economy. 


The banking system serves practically the whole economy. It therefore can also 
wnitor all the processes of economic-financial activity. The decisive direc- 
tions here are ruble control of state production and circulation plan fulfill- 
ment, of the fulfillment of financial and accumulations plans, strengthening 


cost accounting and following economy procedures and state plan and financial 
discipline. 


Now, 4S our country prepares to greet a glorious anniversary, the 60th anniver- 
sary of the formation of the USSP, it must be stressed that the activity of the 
noviet banking system has actively assisted in conducting and implementing party 
ind state economic policy in all stages of socialist economic development. The 
precise implementation of al! banking functions has taken on special signifi- 
cance under present conditions, when the demand for increased social production 
efficiency has moved to the fore. The banks, like other credit system agencies, 
must intensify their contribution to resolving the tasks of economic and social 
development in the socialist countries. 


COPYRIGHT: “Den'gi i kredit", 1982 
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[Article by Doctor of Economic Sciences and Professor Yu. A. Konstantinov: 
"Currency-Credit Relations Between CEMA Member-Nations and the Developing 
Countries" ] 


|\Text] Material Basis of Currency-Credit Cooperation 


CEMA member-nations have systematically followed a policy of expanding foreign 
economic ties with young states. This has been confirmed at the congresses of 
communist and worker parties of countries of the socialist community which were 
held in 1979-1981. Thus, the 26th CPSU Congress pointed out the necessity of 
“developing, on a long-term, equal basis, a mutually advantageous exchange of 
soods and comprehensive economic, scientific, technical and other ties between 
the Soviet Union and developing countries. Continue rendering these countries 
economic and technical assistance in installing industrial enterprises, power, 
agricultural and other projects which will help strengthen their economic and 
political independence."? 


This is the material basis of the currency-credit cooperation between countries 
f the socialist community and the liberated states. The character and basic 
directions of such cooperation depend, in particular, on the target directives 
of economic policy and of currency policy as an integral part of it, on the ex- 
isting forms of foreign-economic ties and the currency-financial situation of 
the developing states. 


Liberated countries occupy extensive parts of Asia, Africa and Latin America, 
aud many are rich in natural resources. More than half the world's population 
live in them. However, in spite of favorable natural-geographic, labor and 
other factors, productive forces in these states as a whole are poorly de- 
veloped and labor productivity is low. In many, the socioeconomic structures 
are archaic in form, and 40 percent of the population in the developing world 
lives in poverty. This is the heavy legacy of the colonial past. 


As history testifies, many non-European countries and peoples had achieved a 
comparatively high level of development in the precolonial period. According 
to some estimates, the difference between what were the developing and developed 
capitalist countries in the early 19th century in terms of per-capita income was 
a ratio of 1:1.5. The conversion of these countries into colonies and semi- 








colonies sharply retarded their economic growth. Agriculture was forcibly or- 
lented towards monoculture production in extensive portions of Asia, Africa and 
Latin America. Only the extractive branch of industry was developed. In 1981, 
the gap in income levels had increased to 1:12, te 1: 14 by some estimates.” 


Experts at the International Bank for Reconstruction and Development (IBRD) es- 
timate that per-capita gross national product growth in the world's poorest coun- 
tries will not exceed 1.7 percent through 1985, as against 5.3 percent in the 
1970's. According to these forecasts, those developing countries without pe- 
troleum of their own will be forced by 1990 into spending nearly $200 billion 

on oil imports (the figure was 57.8 billion in 1980), so their overall balance 

of payments deficit will increase from $61 to $104 billion.’ 


The currency-financial situation in many developing countries is extremely dif- 
ficult. Their overall indebtedness exceeded $500 billion in 1981. Given the 
increasing interest rates on credit in the capitalist money marked, the develop- 
ing countries are being forced to allocate additional billions of dollars for 
payments to foreign creditors.” 


The activity of the transnational corporations (TNC's), and especially American 
ones, is a serious brake on economic growth in the developing countries. The 
total revenue taken out of developing countries by western TNC's in 1979 was 

$15 billion.® Economic progress in the developing states has also been retarded 
by the arms race. The U.S. military-industrial complex, by opposing detente, is 
urging on the arms race in a number of strategically important regions of Asia 
and Africa. By frightening the developing countries with some nonexistent So- 
viet threat, the USA foists its own arms on them. At present, approximately 
two-thirds of all the arms being sold by the West, and sometimes including its 
very latest types, reach the developing countries, which are in one way or an- 
other neocolonially dependent on imperialism. In 1979, for example, they ac- 
counted for 15.3 percent of all the military expenditures in the world.® 


Beginning in 1960, the United Nations has adopted international socioeconomic 
development programs for the liberated states -- UN Development Decades -- ever 
10 years. They represent a list of target directives for economic growth and 
social advances in the developing countries, as well as a summary of recomnue.- 
dations in the area of foreign economic ties and exchange. The development 
strategy for these countries outlined for the 1970's was not carried out. This 
applies to all its basic goals: rates of domestic gross product growth, agri- 
culture, industry, exports and imports, and influx of outside resources. 


In the second UN decade, the influx of outside means of financing from Western 
countries slowed. It was approximately half the planned amount. In this re- 
gard, the US cited budget restrictions which prevented an increase in issistance 
to the developing countries. This was maintained at a time when the US and its 
partners had for many years been blocking the proposal by the USSR and other so- 
cialist countries that there be a significant reduction in military budgets and 
ghat funds thus freed be directed into assisting the developing states. To the 
contrary, minitary expenditures in the capitalist world, as was noted at the 
26th CPSU Congress, have seen unprecedented growth. In the US, they have 
reached $150 billion per year. But even such astronomical amounts have not 
satisfied the American military-industrial complex, which is demanding more.’ 
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Thus, the Reagan administration asked Congress in 1981 to increase military al- 
locations to $226.3 billion in the 1982 fiscal year. From 1982 through the 1986 
fiscal year, the total amount of military allocations is being planned at $1.5 
trillion. From 1980 through the 1986 fiscal year, they will have increased 70 
percent in real terms.*° It is therefore not a matter of financial ability in 
the US, but of an effort by the American administration to preserve unequal eco- 
nomic relations with the lesser-developed countries. 


At present, the development strategy for the 1980's is being implemented. It 
was approved by the 35th United Nations General Assembly Session. On the whole, 
the strategy is progressive in nature. In terms of content, it is a step for- 
ward in the struggle by the young states to restructure international economic 
relations on a democratic, fair basis. In particular, measures in the area of 
currency-financial relations were determined in the program of strategy for the 
1980's under the influence of the position of the developing states and CEMA 
member-nations. 


The new strategy for the 1980's emphasizes the necessity of the capitalist cur- 
rency system's giving more consideration to the interests of the developing 
countries, which requires a restructuring of it, including International Mone- 
tary Fund (IMF) activity. 


Many developing countries calling for a UN conference on international currency- 
financial questions point out the necessity of curtailing "currency disturbances," 
of putting an end to “the inadequacy and unfairness of IMF prescriptions." They 
do not consider this organization to be either objective or neutral. While Pre- 
sident Reagan calls the IMF "a free association of independent countries,” a ma- 
jority of the developing states describe it as "a thoroughly political institu- 
tion." And that is doubtless so. Not formally, but in essence, the fund is an 
international extension of the U.S. Treasury. Under the IMF Charter, foisted on 
others by the US, no proposal can be adopted without Washington's consent, even 

it is supported by all fund members. 


Ihe strategy reflects the position that participation by the developing coun- 
tries in decision-making within the IMF framework should be broadened. They 

are now deprived of any opportunity of influencing IMF policy in connection with 
the fact that the number of votes a country has when fund decisions are made de- 
oends on its proportionate contribution to the fund's capital. The developing 
countries demand a change in the voting mechanism in their favor so as to re- 
flect their increasing role in the world economy and take their specific needs 
into account. 


However, it should be noted that the new strategy does not anticipate such inm- 
portant goals as choice of paths of development and social structure, implement- 
ing broad socioeconomic transformations, protecting the interests of the masses, 
or eliminating or at least limiting their exploitation by national capitai. 


A trend towards reducing the “assistance" rendered the developing states by the 
industrially developed capitalist countries has become evident. The 20th annual 
meeting of the Development Assistance Committee ("DAC") was held in Paris in No- 
vember 1981. It was pointed out at that time that the rates of increment in 








“assistance” by members of this organization to the developing countries were 
beginning to slow. In the opinion of conference participants, the average an- 
nual increment in funds being directed by the industrially developed states 
(including OPEC member-nations) along state “development assistance" lines will 
be only 3-4 percent in constant prices in the 1980's, as against 4-5 percent in 
the 1970's. 


In connection with the difficult economic and currency-financial situation in a 
number of developing countries, the search for ways which are basically alterna- 
tives to ca>italism is being expanded and a movement is developing to establish 
a new and fair economic order. The peoples of these ctates are striving to con- 
clude the national liberation revolutions and put an end to the carryovers and 
consequences of colonialism. The 26th CPSU Congress confirmed the unvarying 
party policy of strengthening the alliance between world socialism and the na- 
tional liberation movement. The USSR and other countries of the socialist com- 
munity support the effort by all peoples to eliminate as quickly as possible 

the heavy legacy of the colonial past. 


CEMA member-nations have actively facilitated implementation of the goals re- 
flected in the "Declaration on Establishing A New International Economic Order" 
and in other UN resolutions on these questions. They not only support the just 
demands of the liberated states, but are also striving to find a new basis for 
relations between the economically developed countries and the developing coun- 
tries. In this regard, the Soviet Union has invariably proceeded from the Len- 
inist position that “the proletariat of the advanced countries can and must as- 
sist the backward working masses, ind the development of the backward countries 
will emerge from its present stage when the victorious proletariat of the Soviet 
republics extends a hand to these masses and supports them."?° 


In their speeches at the 26th CPSU Congress, many representatives of the revolu- 
tionary-democratic parties of Asian and African countries emphasized that the 
world socialist community is performing the function of an international revo- 
lutionary vanguard relative to the liberation struggle of peoples by giving it 
multifaceted political, economic, scientific-technical and cultural support and 
when necessary, assistance in strengthening its defense potential. 


fhe heads of delegations from the liberated states noted at the 35th Coun il of 
Economic Mutual Assistance session meeting held in 1981] that the results of CEMA 
activity prove the advantages of economic cooperation among countries which is 
based on comradely mutual assistance, full equal rights, mucual advantage, and 
respect for national interests and sovereignty. 


In the Charter of the Council of Economic Mutual Assistance, the co: rtries of 
the socialist community confirmed their readiness to develop economic t.es with 
all countries, regardless of social or state system, on principles of equality, 
mutual advantage and noninterference in internal affairs.’* In this regard, 
concerning the developing countries, on the initiative of CEMA member-nations 
the above-indicated principles have been expanded to include the principle of 
supporting the efforts of young states to overcome their soci»economic backward- 
ness. 


In 1981, the CEMA Secretariat distributed in the UN a report in which it was 
convincingly demonstrated how valuable cooperation with states of the Council 








nomic Mutual Assistance is to countries which have embarked on the path 
idependence. This past decade, the number of liberated countries which 
ve been given economic and technical assistance by CEMA member-nations has 
increased from 62 to 90.'* With Soviet assistance alone, some 680 modern enter- 
rises had been built in the developing countries as of 1 January 1981, includ- 
ing: capacities to produce a total of 7.4 million kilowatt-hours of electric 
power, 10.7 million tons of iron, 9.7 million tons of steel, 7.5 million tons 
of rolled metal, to mine 13 miilion tons of iron ore and 4.8 million tons of 
coal, and to extract 11.6 million tons of petroleum. ?3 "Quite a few of the 
projects completed this past year are major ones, some even leaders of the eco- 
nomies of the corresponding countries,” L. I. Brezhnev said at the 26th CPSU 
Congress. "For example, such projects would be che As-Saura hydraulic power 
complex in Syria, which provides upwards of 70 percent of the electric power 
produced in the country; the second line of a metallurgical plant in Algeria, 
which has increased its capacity to two million tons of steel; an enterprise 
to mine 2.5 million tons of bauxites in Guinea, and so on."?* 


Reciprocal trade occupies an important place in the system of CEMA member-nation 
foreign economic ties with the developing states. CEMA countries currently main- 
tain regular trade ties with more than 100 young independent states, trade turn- 
over with them reaching 19.7 billion rubles in 1979, which was 3.9-fold more 
than in 1970. 


lhe most suitable form of economic-trade cooperation organization for both trad- 
ing partners at the present stage is long-term agreements. They ensure trade 
turnover stability and the most efficient turnover structure, they help balance 
the development of the national economies of young states, and they permit lLink- 
ing economic development programs with the planned economies of the socialist 


count ries. 


Manufactured goods, including machinery, equipment, means of transport, chemi- 

cal products, fertilizers and building materials, have long occupied a leading 

place in CEMA member-nation exports to the developing countries. Year after 

year, exports of complete sets of industrial equipment have been expanded within 

framework of economic and technical assistance programs. Deliveries of 

ichine tools, electrical equipment, transport and agricultural machinery are 

of great importance to economic growth in many developing countries. Along 

with these deliveries, CEMA countries export manufactured consumer goods and 

foodstuffs to the developing countries. 


ihe import policies of countries of the socialist community are also aimed at 
leveloping the national economies of the liberated states. A significant por- 
tion of the value of our imports goes to produce of the tropical and subtropi- 
cal zones: citrus, coffee, cocoa, bananas, natural rubber and cotton. CEMA 
member-country purchases of fuel, mineral raw material and metals in the de- 
veloping countries are increasing. This is of very important significance to 

a large group of developing countries, since their output has access to stable 
markets not subject to crisis influences. Each year, CEMA member-country pur- 
chases of finished and semifinished products in the developing countries are 
ilso being expanded, facilitating growth in the national economies of the young 


States. 








The report by the UN Secretary General at the llth Special Session of the Gen- 
eral Assembly noted that the European CEMA member-nations had been giving pre- 
terential treatment to goods imported from the developing countries in order to 
develop these deliveries in accordance with the Universal Preferences System and 
to implement General Assembly and UNCTAD resolutions. CEMA member-nations often 
accept goods in payment of credits they have issued developing countries.'® In 
this regard, the Soviet Union has rescinded all customs on imports from develop- 
ing countries, beginning back in 1965, prior to institution of the Universal 
Preferences System. *” Following the USSR's lead, they were rescinded by the 
governments of Bulgaria, Hungary and Czechoslovakia in 1972 and by Poland as of 
1 January 1976. 


States of the socialist community have granted the least-developed liberated 
countries the right of duty-free import for all goods produced in the young 
states and imported directly from them. All these preferences have been given 
without any discrimination whatsoever and with no demand for reciprocity on the 
part of the developing states. '* 


Other forms of cooperation are also being developed. Among them are production 
and scientific-technical cooperation, the participation of scientists and spe- 
cialists from the socialist countries in developing economic development pro- 
grams, geological surveying, and assistance in training national cadres. By 
the start of the 1980's, CEMA member-nations had rendered the young states tech- 
nical assivtance and given them preferential credits worth a total of over 42 
billion rubles.’* The assistance was given first of all in the state sector, 
and primarily to create national industry and power engineering. It has been 
accompanied by the transfer of advanced technology, technical documentation and 
operating experience. Recently, cooperation has been developed on the basis of 
joint production specialization and cooperation. "Turnkey" projects are being 
put up in the developing countries through the joint efforts of CEMA member- 
nations. 


Substantial assistance is being rendered the young states in training national 
cadres. Since the late 1950's, some 124 study centers and 56 higher or secondary 
special academic institutions, from which more than 300,000 people have gradusited, 
have been built in the developing countries. About 100 different academic ‘i:- 
stitutions are being or will be built. In 1981, about 41,000 undergrad: 7 e and 
sraduate students and nondegree students from 97 deveioping countrics vt Asia, 
Africa and Latin America were trained in the higher and secondary special aca- 
demic institutions of CEMA member-nations. Over the las* 10 years, upwards of 
47,000 specialists have been trained. Each year, about 4,000 citizens from the 
developing countries undergo production-technical training.’° 


A Stipend Fund has been created in the Council of Economic Mutual /.ss' tance. 
It's purpose is to assist the developing countries in training nation... cadres 
in the higher academic institutions of CEMA member-nations in specialties of the 
most important significance to developing their economies, science and engineer- 
ing. 


Along with bilateral cooperation, multilateral forms of ecor.omic ties are also 
used. In 1975, agreements were signed on CEMA cooperation with the Republic of 
Iraq and the United Mexican States. Their practical implementation has been un- 
derway since 1976. 





Other developing states are also interested in more active forms of coopera- 
tion with CEMA member-nations. The 32nd CEMA Session meeting reacted positively 
to the interest expressed by the Laotian People's Democratic Republic, the Peo- 
pie's Republic of Angola and Socialist Ethiopia in broadening cooperation with 
CEMA. 


Socialist-Country Credit Relations With Developing States 


fhe question of sources of financing economic growth, and foreign sources of 
financing in particular, is acquiring increasing importance to the economies 
ol the young states. Today, a majority of the developing countries urgently 
need to attract financial resources from foreign sources, especially in foreign 
currency. In order to carry out national socioeconomic development programs 
considerable funds are required. The young states are taking steps to mobilize 


their own financial resources first of all, but that will not be enough. The 
financial assistance of the socialist countries therefore emerges as an import- 
ant supplement to them. One of the basic forms is the issuance of credit. 

Ihe credits of states of the socialist community differ fundamentally, in terms 


of purpose, form and terms, from those granted the developing countries by ca- 
pitalist states. The purpose of CEMA member-nation credits is to help develop 


what are generally the key branches of the economy within a national program 
tramework. They are used to help build enterprises in such important branches 
as ferrous and nonferrous metallurgy, power engineering, machinebuilding and 


metalworking, chemical, petroleum extraction and oil refining, light and food 
industry, transport and communications and agriculture. In many instances, 
projects built with CEMA member-nation assistance become the basis of indus- 
trial development in the young states. International socialist credit is an 
important factor assisting economic growth in the developing countries. 


The total credits received by developing countries from CEMA member-nations has 
rcreased 2.1-fold from 1970 through 1980.*' Approximately 70 percent of these 
funds was invested in the construction of industrial enterprises which have been 

pivotal in particular branches. By helping strengthen the state sector, CEMA 
nember-nation credits have not only strengthened the economic independence of 
the young states, but have also created conditions ensuring a more systematic 
character of economic interrelationships with the socialist world and have per- 
mitted better mobilization of internal sources of financing economic growth. 


In their credit policies regarding the developing states, CEMA member-nations 
take into account the fact that the processes of social development are more 
complex in the liberated countries, that their differentiation is deeper. It 
was noted at the 26th CPSU Congress that "these are very different countries. 
Some took a revolutionary-democratic path after liberation. Capitalist rela- 
tions were established in others."** However, the presence of a considerable 
vroup of countries following a capitalist path does not signify that they are 
similar or that they act as a whole as a reserve of world capitalism. This 
group includes countries at different levels of socioeconomic and political de- 
velopment. And their specific paths of development also differ. Only the most 
reactionary regimes in such countries seek alliances with world capitalism as 
"junior partners." A majority of the other states are trying to win economic 
self-reliance and are waging a struggle for a new international economic order 
within the framework of the nonalignment movement and in other international 
forums. 


30 











By the late 1970's and early 1980's, about 20 liberated countries of Asia, Af- 
rica and Latin America had declared a changeover to a progressive path of so- 
cioeconomic and political development, rejecting capitalism as a form of socio- 
political organization. 


“Respect for the sacred right of each people and each country to choose its own 
path of development is an unshakeable principle of Leninist foreign policy," L. 
i. Brezhnev said at the 25th CPSU Congress. "But we make no secret of our views. 
In the developing countries, as elsewhere, we are on the side of the forces of 
progress, democracy and national independence, and we relate to them as to our 
other friends and comrades in the struggle."** The countries of the socialist 
community therefore offer credit support foremost to liberated states of a so- 
ctalist orientation, to those marching in the vanguard of the national-libera- 
tion movement. 


According to some estimates, countries of socialist orientation, whose popula- 
tion comprises about eig'\t percent of the population of the developing world, 
accounted for 10-12 percent of the trade turnover of CEMA member-nations with 
the liberated states, more than 20 percent of socialist community state obli- 
gations to render economic and technical assistance to countries in Asia, Af- 
rica and Latin America, and about 20 percent of the credits issued in 1970.°* 


Particularly favorable conditions for broadening trade and economic cooperation 
and for credit assistance are being created in those countries in which the 
state sector of the economy is being strengthened. This enables them to draw 

up national plans and development programs. In so doing, cooperation with so- 
cialist countries whose economies are planned is made easier. By the mid-1970's, 
the liberated countries which have a large state sector had received upwards 

of 40 percent of the credits issued by CEMA member-nations to the young inde- 
pendent states. 


CEMA member-nations issue two types of credit: state and commercial (company). 
State credits are issued on the basis of general economic and special credit 
agreements with the governments of various countries. Commercial credits are 
obtained by companies and organizations in developing states from organizations 
and enterprises in CEMA member-nations. 


The basic type is state credits. Concluding a credit agreement at the inter-: 
governmental level permits choice of the most effective way of rendering eco- 
nomic assistance and better consideration of the interests of the developing 
countries and the actual opportunities for building projects: availability of 
material, raw material, energy and labor resources and the availability of sales 
markets. 


There are various forms of state credit. When rendering economic and cechnical 
assistance, for example, the preferential form is long-term intergovernmental 
investment credits for periods of 10-12 years, occasionally to 15. They are 
used for preparatory work on, construction and equipping of enterprises and 
projects and for ensuring their operation. 


The USSR generally issues developing countries state credits for 10-15 years, 
some for up to 25-30 years. 
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State credits are generally issued in commodity form. After an intergovern- 
nental agreement has been signed and contracts have been concluded among the 
parties for the construction of projects or the delivery of equipment, Soviet 
foreign trade organizations begin delivering goods credited to an account. The 
actual use of the credit essentially begins from that point. This is the most 
widespread form of state credit. 


Credits are sometimes issued for refinancing. They are issued in an amount due 
on a debt or a portion of it for a certain year or for each year individually 
for a number of years. This is essentially a payment deferment. In this in- 
‘tance, no new credit is issued, but repayment of the old is postponed to a 
later time. 


Calculation and company credits issued on a commercial basis are intended di- 
rectly for trade-economic deals. Developing countries use calculation credits 
to cover the negative balance of payments creates by the clearings system of 
payments for current trade operations. Company credits are used to pay for 
deliveries of machinery and equipment made by socialist countries outside the 
framework of intergovernmental agreements. These are basically medium-term 
credits of 3-5 years. When heavy-duty machinery and equipment is delivered 
for large projects, longer repayment periods of up to 10 years are permitted. 


In comparison with capitalist credits, the credits of the socialist countries 
ire more advantageous for the developing states both in terms of interest rates 
and in terms of issuing terms. The usual terms for credit issuance by the so- 
cialist states are 2.5 to three annual percentage rate and repayment periods 

of 12 years. For commercial credits, the repayment period is 7-12 years. In 
recent years, in connection with the significant increase in the cost of cre- 
dit in the world capitalist market, some credits have been issued the developing 
countries at 3-4 percent. But even these have been considerably below the cost 
of credit in countries of the West. Thus, the capitalist states which are mem- 
bers of the MBRR [IBRD: International Bank for Reconstruction and Development] 
have been issuing credits at a minimum of seven percent. 


(the Soviet Union constantly offers the least developed countries considerable 
free assistance, particularly in such areas as the construction of educational 
and public health facilities and in training national cadres. 


When issuing credits, the socialist countries do not encroach upon the politi- 
cal sovereignty of the liberated states or upon their economic self-reliance. 
No overt or covert additional demands are made on borrowers. The terms under 
which CEMA member-nations issue credit usually anticipate its repayment “after 
completion of equipment deliveries or even after completion of the project and 
its start-up, that is, when it begins making a profit," a UNCTAD study noted.’° 


Credits are usually repaid by deliveries of output from projects built using 
them or by deliveries of traditional exports. Thanks to this, the convertible 
foreign-exchange resources of the developing countries are not touched. Goods 
to repay credits are deliveries in accordance with trade agreements between 
CEMA member-nations and the developing states. The prices are set based on 
world prices. 











The delivery of products of national industries to CEMA member-nations in pay- 
ment for credits is of especially important significance to the jeveloping 
countries. It stimulates the development of national industry and exports of 
finished and semifinished products. The young states are freed of the need to 
seek out foreign-exchange funds to pa~ for credit. 


Countries of the socialist community issue the developing states credits pri- 
marily within the framework of medium-term and long-term intergovernmental 
agreements on trade-economic cooperation. Thanks to this, the stability of 
economic relations between the two groups of countries is strengthened. It 
becomes possible to agree in advance on the amounts of financial assistance to 
the developing countries in conformity with their national plans and develop- 
ment programs. 


Material resources created by the labor of the peoples of the socialist states 
are the source of the assistance they provide. At the same time, the so-called 
“assistance” of the developed capitalist states is an insignificant portion of 
the wealth they appropriated in the colonial period and are now appropriating 

in the countries of Asia, Africa and Latin America through neocolonial exploi- 
tation. According to official statistics, the industrially developed capital- 
ist states invested $42.2 billion in the economies of developing countries in 
1970-1978. This sum was inadequate even for minimal development. ‘“n this re- 
gard, U.S. capital investments in the indicated countries totallea $8.7 billion. 
At the same time, the profits appropriated in these states by the transnational 
corporations reached the astronomical figure of $100 2 billion, that is, approx- 
imately $2.40 was taken out by the investor of the capital for each new dollar 
invested. U.S. profits exceeded $39.6 billion, or $4.50 per dollar invested. 


The CEMA member-nations therefore do not consent to a nondifferentiated approach 
to the capitalist and socialist states and, in this connection, to the demand 
thac there be an obligatory increase in assistance to the developing countries 
to 0.7-1 percent of GNP. The offical USSR position apropos of this was pre- 
sented most specifically in the well-known Soviet Government Declaration on Re- 
structuring International Economic Relations. "There is not, nor can there be,’ 
it states, "any basis for the developing countries to make the same demands <n 
the Soviet Union and other socialist states as they are making on the deveic,.ed 
capitalist states, including the demand that a fixed portion of gross na.i:ional 
product be transferred to the developing countries as economic assistance."** 
The assistance rendered the developing countries by the socialist states is 

not compensation for harm done, nor is it retribution for past sins. It is 

the assistance of friends and allies in the struggle against a common enemy -- 
imperialism, colonialism and neocolonialism. 


Calculation-Payment Relations Between CEMA Member-Nations and Devel: p -g Countries 


Form of payment plays an important role in the development of trade-economic ties 
between CEMA member-nations and the developing states. The partners use that 
form which they think best corresponds to the opportunities and needs of the 
parties at a certain stage of economic relations development. In the post-war 
years, calculations between the Soviet Union and other socialist countries and 
the liberated states concerning exports and imports have generally been made 

in the form of clearings. This met the interests foremost of the developing 
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countries. They obtained an opportunity to centralize the limited commodity 
ind foreign-exchange resources available to them and to use them more effec- 
tively. 


in connection with the institution of partial convertibility of the national 
currencies of the developing countries into capitalist currencies, which have 
been convertible since the late 1950's, and with the rise of multilaterial 

forms of economic, scientific and technical cooperation, clearing calculations 
have gradually been replaced by payments in freely convertible currencies. This 
form of calculations enables the partners to use foreign-exchange receipts ob- 
tained from exports of goods to one country in any other which, in turn creates 
in opportunity for greater maneuvering to achieve balance of payments equilib- 
rium. 


As has been noted in UNCTAD materials, a trend towards changing over from clear- 
ing calculations to calculations in convertible currency has been observed in 
currency-financial calculations between CEMA member-nations and the developing . 


states. During the 1970's, the number of clearing agreements in effect among 
these countries decreased from 150 to 70. At the same time, the clearing form 
of calculations was retained in trade operations with several developing coun- 
tries. These states are important trade-economic partners of the CEMA member- 
nations. Their representatives point out certain advantages the clearing form of 
calculations has for them: saving convertible foreign exchange, ensuring mar- 
kets for traditional goods, diversification of export structure (in particular, 
through exports of nontraditional goods), price stability, and ensuring imports 
of goods needed for the economy. ~*” 


lhe clearing calculations system consists of a number of elements. They are: 
procedures for opening accounts, amount of clearing and methods of currency 
risk insurance, technical credit and methods of repayment. The socialist 
states conclude agreements anticipating the opening of two accounts, in each 
of the banks of the contracting parties, respectively, with a majority of the 
developing countries. For example, one would be the USSR Foreign Trade Bank 
and the other would be the national (central) bank of the developing country. 


In terms of volume, clearings can be complete or incomplete (partial). Full 
clearings are those used for calculations on all types of payments relating to 
the various forms of foreign economic ties: exports, imports, transport and 
others. Clearings are called partial if they are used only for some operations, 
while others are made in freely convertible currency. 


Clearing currencies can be the monetary units of the developing countries or 
reserve currencies, primarily U.S. dollars. 


fechnical credit is issued using clearing calculations. It is ordinarily free. 
Payment is made only on amounts in excess of the credit limit. Clearing pay- 
ments are subject to being spread out evenly over the period anticipated by the 
agreement. Depending on the method used to do this, three types of clearings 
are deliveated: no right of conversion, limited conversion, free conversion. 


In clearings with no right of conversion, indebtedness above the technical cre- 
dit level is paid off only through receipts from commodity deliveries. A country 





with a positive balance of payments exceeding its technical credit amount de- 
creases commodity deliveries to its partner. The latter, on the other hand, 
increases its commodity deliveries to amounts which ensure equalization of the 
calculations. 


[f clearings with limited conversion are used, a debt balance above the techni- 
cal credit level is paid off in freely convertible currency. This occurs when 
the indebtedness exceeds the amount anticipated by the contracting parties in 
the agreement or when it has not been paid off by the agreed to time. In clear- 
ings with free conversion, a balance exceeding the technical credit level is 
paid off on first demand by the creditor country. 


After the term ot the agreement has expired, the debt balance is subject to fi- 
nal adjustment. This can be achieved using methods similar to those outlined 
for on-going regulation, as well as others. For example, current payments can 
be equalized by deliveries of goods, but final calculations could be made in 
treely convertible currency. In individual instances, the clearings balance 

is transferred to a third party, with the consent of that country. 


Specific calculation methods differ in terms of current trade turnover. For 
example, letters of credit and transfers are used actively between the USSR and 
Algeria. Transfers (and especially for exports) account for the greatest pro- 
portion. This results from the fact that some deliveries are made on a deferred- 
payment basis. Pay-ins predominate in calculations on Soviet exports to Brazil 
and letters of credit predominate in imports. 


Non-trade turnover calculations between the socialist countries and the develop- 
ing states are made just as for trade turnover: in clearing accounts and in 
freely convertible currency. 


Although calculations in freely convertibie currency are being developed, they 
are not free of shortcomings. The convertible and calculation currencies of the 
capitalist countries, although they are used in a limited, bilateral payment 
system, are subject to the effects of the currency crisis of capitalism. Gi- 
ven an exacerbation of that crisi, there is practically no capitalist currency 
which would not be devalued. Their use can therefore be materially damagei, to 
[other] countries. 


In order not to reduce commodity deliveries, the partners are forced to antici- 
pate various protective stipulations when concluding trade-economic and payment- 
calculation agreements. Their purpose is to prevent possible material losses. 
These stipulations are not used just in calculations on current trade turnover. 
They are needed when goods are delivered under the terms of company or state 
credits with payment periods of 5-10 years or more. Convertible cuirée icy may 
be devalued during that period, and the amount of goods purchased using funds 
received in repayment of credits could decrease correspondingly. The creditor 
bears the risk of such losses. The inclusion of protective stipulations in an 
agreement on state credits and contracts with deferred payment for exported 
goods enables us to reduce possible currency losses. 


Previously, two types of stipulations were widely used: gold clauses and cur- 
rency clauses. They are currently hard to use. The present stage of the crisis 
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in the capitalist currency system has simultaneously become a new stage in the 

tution of tools for protecting currency interests. The following manifesta- 
tions of the crisis have exerted the main influence in this regard: practical 
cessation of the use of gold in international calculations; instability of the 
basic, so-called reserve, currencies of the capitalist countries; rejection of 
the principle of fixed gold parities and the changeover to a system of freely 
tluctuating rates of currency exchange; increasing inflation. 


One method of protecting the currency interests of the socialist countries un- 
der such conditions might be to issue credits in their currencies, recalculated 
into the payment currency on the basis of the rate of exchange at the state 

bank of the creditor-country. This method (using the USSR Gosbank rate of ex- 
change) was anticipated for the first time in USSR agreements with a number of 
developing countries: Benin, UAR, Guinea, Guinea-Bissau, Laos, Peru, Tanzania, 
Chad and others. Another method is to issue state credits in dollars and pounds 
sterling and to use multicurrency clauses. Stipulations based on the currencies 
“basket" formed by the social-democratic republics have been used extensively 
recently. 


by meeting halfway the desires of the developing states, CEMA member-nations 
have displayed a readiness to continue improving the economic mechanism of mu- 
tual cooperation in our common interests. 
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TRADE WITH LDC'S 


CEMA TRADE WITH DEVELOPING COUNTRIES 
Moscow EKONOMICHESKAYA GAZETA in Russian No 24, Jun 82 p 19 


[Article by N. Bogatyy, division head of the CEMA Secretariat, and 
A. Ol'shanyy, candidate of economic sciences] 


[Text] Economic relations between the countries of the socialist commonwealth 
and the young states, which have been constantly becoming stronger and broader, 
constitute a new and truly equal and equitable type of international economic 
relations. They help in overcoming the economic backwardness of the develop- 
ing countries, the shaping of an up-to-date and multisector economy in them, 
adjustment of the process of expanded reproduction on a national basis and 
ultimately a strengthening of their economic independence. As V. I. Lenin enm- 
phasized, economic liberation is the main thing in guaranteeing the true inde- 
pendence of peoples who aspire to political independence. 


Economic cooperation with the CEMA countries provides developing states an es- 
sential point of support and encouragement in their struggle against imperial- 
ism and the exploitative activity of the transnational corporations and in 
their effort to improve -he living conditions of their peoples. It is helping 
the liberating countries, especially those who have chosen a noncapitalist de- 
velopment strategy, to carry out progressive socioeconomic transformations: 

to establish government control over natural resources, to carry out national- 
ization in industry, the banking system and foreign trade, and to abolish out- 
dated systems of land use. 


At the same time the expansion and deepening of economic and scientific-tech- 
nical relations with the developing countries is helping to raise the effi- 
ciency of social production in the CEMA countries as well. 


Factor in Development of the National Economy 


The principal characteristic features of economic cooperation of the CEMA 
countries with the developing states is that it promotes the dominant develop- 
ment of the state sector on a planned basis (though there is also cooperation 
with private companies); it is mainly based on mutually advantageous long-term 
intergovernmental agreements; it has an orientation toward production, promot- 
ng the creation of key sectors of the economy and the shaping of regional in- 
dustrial and national economic c-mplexes. 
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The share of enterprises built in the state sector with aid from the Soviet 
Union and other CEMA countries is now a substantial or even major portion of 
the output of the up-to-date branches of industry in many developing coun- 
tries. Such enterprises, for example, account for 100 percent of the petro- 
leum extraction and refining in Syria, the extraction of natural gas and pro- 
duction of nitrogen fertilizers in Afghanistan, and the production of petro- 
leum and motor vehicle tires in Ethiopia, more than 90 percent of the steel- 
making in Algeria, and more than 70 percent of the electric power generated in 
Afghanistan and Syria. 


In India, aside from several dozen projects of the national economy built with 
the aid of the USSR, economic and technical aid was also provided by Hungary 
in building factories for enrichment of iron ore, underground coal mines, an 
alumina plant, and a plant for production of steel pipe for petroleum and gas 
pipelines. The GDR participated in building oxygen and acetylene installa- 
tions; Poland in building ore-dressing mills, plants for the production of re- 
fractories and steel and iron castings, and underground coal mines for mining 
coking coals. Czechoslovakia furnished India aid in building large plants for 
the production of castings, forgings and products of machinebuilding and metal 
manufacturing. In all, about 400 industrial enterprises and other projects, 
more than 300 of which have been put into operation, have been built or are 
under construction in India with the help of the CEMA countries. 


Expansion of the scale of cooperation and improvement of its forms are re- 
flected in the growth of the trade between the CEMA countries and the develop- 
ing states: from 1.7 billion rubles in 1960 to 26 billion in 1980. The rela- 
tive share of the newly liberated states in the foreign trade of the CEMA 
countries increased from 6.9 to 11.6 percent over that same period. 


Number of Industrial Enterprises and Other Projects Under Construction or Al- 
ready Built With Aid From the CEMA Member Countries in the Developing Countries 
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The number of the developing countries with which the countries of the social- 
ist commonwealth are carrying on economic and technical cooperation on the ba- 
sis of long-term intergovernmental agreements has expanded from 34 in the 
early sixties to 92 in 1981 (including 28 countries in Asia, 43 in Africa and 
21 in Latin America). The total volume of that cooperation has increased more 
than tenfold. 
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five thousand industrial enterprises and other facilities, 3,300 of which have 
tlready been put in operation, have been built, are under construction or are 
to be built with the economic and technical aid of the CEMA countries in the 
countries which have liberated themselves. About 80 percent of the entire 
volume of that aid has been committed to development of various branches of 
industry and the energy sector. For instance, as of the end of 1980 the aid 
ot the countries which make up CEMA has been used in past or present construc- 
tion in the developing countries of Asia, Africa and Latin America of power 
stations with a total installed capacity of 22 million kilowatts, enterprises 
with a steel-making output of more than 30 million tons, mines with an output 
of 14 million tons of iron ore and 22 million tons of coal, facilities to pro- 
duce 67 million tons of petroleum and refine 50 million tons of petroleum 
products per year. 


Production Complexes 


The countries of the socialist commonwealth are more and more frequently 
shifting from construction of individual large and medium-size enterprises in 
the developing countries to construction of multisector complexes on the basis 
of up-to-date technology in accordance with their plans for economic develop- 
ment. To be specific, large regional industrial complexes are being shaped in 
the petroleum and petroleum refining industries, including the conduct of geo- 
lovical explorations, the drilling of wells, the development of oil and gas 
tields, construction of oil pipelines, petroleum refineries and petrochemical 
plants. The USSR, Romania and Czechoslovakia are involved in building such 
complexes in Syria; the USSR, Bulgaria, Hungary and Czechoslovakia in Iraq; 
and the USSR and Romania in India. 


in Algeria a machinebuilding complex has been built mainly with the aid of the 
CDR at (Barrouagi), including a fittings plant (Hungary, Poland, the USSR and 
Czechoslovakia also participated in deliveries of certain types of equipment 
for this plant), a pump plant and a steel castings plant. Putting this com- 
plex into operation made it possible to sharply reduce the Algerian economy's 
dependence on imports of fittings and pumps for the petroleum industry. The 
complex was turned over to the client--the state machinebuilding company 
SONAKOM. For its normal operation the GDR has trained 180 engineering and 
technical personnel with higher and secondary specialized education and about 
400 highly skilled workers. The role of projects of this kind for development 
of national productive forces of young states would be difficult to overesti- 


mate. 


Among the regional industrial complexes playing an important role in building 
up national industry one might also mention the complex in the city of Ranchi, 
India, built with the aid of the USSR and Czechoslovakia, which includes three 
plants (heavy machinebuilding, heavy machine tools, and a castings and forg- 
ings plant) and the complex for heavy power machinebuilding at Hardwar, whose 
enterprises are producing turbines for hydroplants and steam plants, electric 
motors, steam boilers, electrical equipment and other products. 


(the Isfahan metallurgical plant has been built in Iran with the help of the 
USSR (the GDR and Czechoslovakia shared in designing and delivering certain 
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types of equipment); its capacity at the present time is being expanded to 1.9 
million tons of steel per year. This is Iran's only ferrous netallurgical en- 
terprise with a complete production cycle; it is well known that the Western 
monopolies stubbornly refused to help in building it. They referred to Iran's 
lack of iron ore and the coking coal required for production of ferrous met- 
als. Soviet geologists discovered under the country large reserves of coking 
coal and coal used to generate heat and power and defined the promising coal 
tields. At the end of the seventies coal mines and a coal beneficiation plant 
went into operation in Iran with the help of the USSR; they are supplying coal 
and coke to the Isfahan metallurgical plant and other enterprises. One of the 
country's largest thermal power plants is being built with a capacity of 
840,000 kilowatts. In addition, Soviet organizations have rendered aid to 
Iran's National Metallurgical Corporation in exploring for iron ore and other 
minerals to furnish raw materials for the Isfahan metallurgical plant when it 
is expanded to a capacity of 600 million tons or more of steel per year. The 
Istahan metallurgical plant has given an impetus for setting up numerous en- 
terprises not only in the fuel and power industry, but also in transportation, 
as well as to the development of the housing and municipal service and utility 
infrastructure, which altogether has helped to increase the employment of the 
population of an extensive area of Iran. Initial operation of the plant's 
first phase has in and of itself saved Iran about $200 million of foreign ex- 
change per year by reducing imports of ferrous metals. 


The Euphrates (in Syria) and Aswan (in Egypt) hydropower complexes have had ex- 
tremely great importance for the economy of the relevant developing countries. 


The CEMA countries have extended an impressive amount of aid to the young coun- 
tries in developing their agriculture, including agriculture in the vicinity of 
major hydropower complexes built with aid from the countries of the socialist 
commonwealth. The total area of new land whose agricultural use became realis- 
tic in the developing countries as a result of collaboration with the CEMA men- 
ber countries in the field of construction of various hydraulic engineering 
projects is approximately 3 million hectares, including 2.5 million hectares 
through aid from the USSR. 


The CEMA countries have been extending substantial aid to the developing 
states in solving the problem of training national personnel. In the years of 
cooperation more than a million citizens of the developing countries have ac- 
quired a specialization or improved their qualifications with the aid of the 
CEMA countries, through all forms of training, including more than 600 persons 
during construction and operation of projects representing cooperation in the 
developing countries, approximately 300,000 persons in higher and secondary 
educational institutions and vocational and technical training centeis built 
in the developing countries with technical aid from the CEMA countries; and 
more than 100,000 persons in higher and secondary specialized educational in- 
stitutions and vocational and technical schools as well as at enterprises, 
construction projects and institutions of the CEMA countries, including schol- 
arship holders from 50 young states studying at the expense of the CEMA schol- 
arship fund. 
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Sectoral Pattern of the Econoaic and Technical Aid of the CEMA Member Coun- 
tries to the Developing Countries (total value of aid to all sectors was taken 
as 100) 





|. Industry and energy 

2. Education, culture, health care and municipal services and utilities 
3. Agriculture 

4 Transportation and communications 

5. Geological explorations 


Cooperation is developing on a multilateral basis. After multilateral agree- 
ments were concluded in 1975 between CEMA on the one side and Iraq and Mexico 
on the other, the volume of trade between the CEMA countries and these states 
increased |1.5- and 5-fold, respectively, in 1980. 


The success in economic development of the CEMA countries without undergoing 
crises and their advances in carrying out the measures embodying integration 
are promoting further expansion of economic cooperation with the young states 
both on a bilateral and also on a multilateral basis to the mutual advantage 
of all the countries involved. 


The communist and worker parties of the CEMA member countries have outlined at 
their regular congresses further development of equal and mutually beneficial 
cooperation with the young states on a long-term basis as one of the main di- 
rections of their foreign economic policy. For instance, the 26th CPSU Con- 
gress deemed it necessary to continue to render economic and technical aid to 
the developing countries in building industrial enterprises, fuel and power, 
agricultural and other projects which help to strengthen their economic and 
political independence. 
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